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SMALL BUSINESS ADMINISTRATION
Effective 1/1/85 the Federal Financing Bank (FFB) Rate to be used for computation of
maximum cost of money pursuant to 13 CFR 107.302(a) and (b) is 11.615% per annum
(see the 12/31/84 Fed. Reg., pp. 50850-51). 13 CFR 107.302(a) and (b) limit the
maximum annual cost of money that may be imposed on a small concern in connection
with financing by means of loans or through the purchase of debt securities. The
FFB Rate is the rate charged by the Federal Financing Bank on ten-year debentures
sold by licensees to the Bank. 13 CFR 107.302 does not supersede or preempt any
applicable law imposing an interest ceiling lower than the ceiling imposed by its
own terms.

TRANSPORTATION, DEPARTMENT OF
A "measurable" dollar savings of $187 million was found as a result of audits closed
during the six month period ending 9/30/84 according to the semi-annual report of
the DOT Inspector General. A total savings for Fiscal Year 1984 will be $413
million. The Inspector General also issued 945 audit reports during the six
months and questioned $23 million in costs. "Measurable" dollar savings from
these reports will be determined when the audits are closed. The report noted
efforts by the Inspector General to improve fraud awareness and prevention. Pre
sentations and publications for federal, state and local managers have emphasized
the problems of bid-rigging and the use of "false fronts" in federally-funded
construction projects.

TREASURY, DEPARTMENT OF
Deductions in Excess of $5,000 Claimed for Certain Charitable Contributions of Proper
ty and Information Returns by Donees Who Make Certain Dispositions of Donated Pro
perty is the subject of temporary regulations issued by the IRS (see the 12/31/84
Fed. Reg., pp. 50657-63). The temporary regulations provide that, pursuant to
section 170(a)(1) of the Code, a deduction for certain charitable contributions
made after 12/31/84, by an individual, closely held corporation, personal service
corporation, partnership, or S corporation shall not be allowed unless the donor
complies with certain substantiation requirements. These requirements apply to
contributions of property (other than money and publicly traded securities) if the
aggregate claimed or reported value of such item of property (and all similar items
of property for which deductions for charitable contributions are claimed or re
ported by the same donor for the same taxable year whether or not donated to the
same donee) is in excess of $5,000. For such a contribution the donor must obtain
a qualified appraisal and attach an appraisal summary to the return on which the
deduction is first claimed. In the case of nonpublicly traded stock, the claimed
value of which does not exceed $10,000 but is greater than $5,000, the donor does
not have to obtain a qualified appraisal, but the donor must attach a partially
completed appraisal summary form to the tax or information return on which the
deduction is first claimed. The temporary regulations define the phrase "similar
items of property" to mean property of the same generic category or type, includ
ing stamps, coins, lithographs, paintings, books, nonpublicly traded stock, public
ly traded stock, land, or buildings. The regulations apply to certain charitable
contributions of property made after 12/31/84. For further information contact
Beverly Baughman at 202/566-3297.
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Temporary and proposed regulations on the tax treatment of fringe benefits, including
guidance for income and employment tax withholding on these items, were issued
by the IRS on 1/3/85. The regulations, in question-and-answer format, give exam
ples of taxable fringe benefits and provide the general rules for determining the
fair market value of the fringe benefits. Certain fringe benefits discussed in
the regulations, the use of employer-provided automobiles, the use of employerprovided automobiles for commuting, flights on employer-provided airplanes, and
free or discounted flights on commercial airplanes, are the subject of special
valuation rules, which employers and employees may rely on rather than determining
the actual fair market value of the fringe benefit. For example, the regulations
provide annual lease values which may be used to value the availability of employ
er provided automobiles. The regulations will be published in the Federal Register
on 1/7/85. The IRS is inviting written Comments on the regulations, especially on
the administration and appropriateness of the special valuation rules and the need
for other rules on valuing taxable fringe benefits. These written comments and
requests for a public hearing should be sent in by 3/8/85. Garments should be
sent to Commissioner of Internal Revenue, Attn: CC:LR:T, 1111 Constitution Ave.,
N.W., Washington, D.C. 20224. For further information contact Annette Guarisoo
at 202/566-3918.
Increased rate of interest on substantial underpayments attributable to certain tax
motivated transactions is the subject of temporary regulations issued by the IRS
(see the 12/28/84 Fed. Reg., pp. 50390-94). In part, the temporary regulations
specify several accounting methods that may result in a substantial distortion of
income. Additional accounting methods may be specified in future temporary or
final regulations. Section 6621(d)(3)(B) provides that the Secretary by regula
tions may specify additional transactions that will be treated as tax motivated
transactions, and the temporary regulations do so. Future temporary or final
regulations may modify this list. A substantial underpayment is defined in section
6621(d) (2) as any underpayment of income tax for any taxable year in excess of
$1,000 which underpayment is attributable to one or more tax motivated transactions
The temporary regulations provide that, for purposes of determination whether an
underpayment is substantial (i.e., greater than $1,000), the amount of the under
payment is the aggregate underpayment for a taxable year attributable to all tax
motivated transactions. The increased rate of interest established by section
6621(d) shall accrue at an annual rate equal to 120 percent of the adjusted rate
established under section 6621(b) and applies to interest accruing after 12/31/84.
For further information contact Linda Kroening at 202/566-3238.
Proposed regulations exempting those participating in cafeteria fringe benefit plans
from taxes imposed by earlier released proposals have been issued by the IRS
(see the 12/31/84 Fed. Reg., pp. 50733-39). These earlier regulations disallowed
the tax-exempt status of several types of cafeteria plans. The new regulations
generally limit the relief after 1984 to plans that were not modified to conform
to IRS regulations proposed on 5/7/84. The proposals implement provisions of the
1984 tax act that sought to provide transition relief from the 5/7/84 proposals.
Under the proposed regulations, fringe benefit plans modified after 2/10/94 so
that they no longer would have been disallowed under the earlier proposals, are
not granted general transition relief. According to the IRS, in effect this
means that any plan changes made to conform to the earlier IRS proposals would cut
the particular plans frcm transition relief at the time the so-called conforming
changes were made. The proposals also specify that modifications that would re
store a plan or benefit to its condition before any changes were made to conform
to the 5/7/84 proposals will be considered modifications that provide additional
plan benefits, and therefore would not qualify for the relief provided. Addition
ally, the proposals specify when employers may be considered to have incurred
substantial implementation costs with respect to particular plans so they may
qualify for transition relief. Comments are requested by 1/30/85. For further
information contact Harry Beker at 202/566-6212.
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Investments in nonpurpose obligations, the tax exempt status of industrial revenue
development bonds are the subjects of a notice of proposed rulemaking by the
IRS. The regulations would affect all purchasers, beneficiaries and governmental
issuers of tax exempt industrial development bonds. The regulations interpret the
provisions of section 103(c) (6) of the Code, which adds additional arbitrage re
quirements that industrial development bonds must meet in order to avoid being
treated as obligations not described in section 103 (a) . The regulations are
slated to be effective for obligations issued after 12/31/84. Written comments
and requests for a public hearing must be delivered or mailed by 3/8/85. For fur
ther information contact Mitchell Rapaport at 202/566-3740.

SPECIAL: SEN. THURMOND TO SPEAK AT AICPA SEC CONFERENCE
U.S. Senator Strom Thurmond (R-SC), Chairman, Senate Judiciary Committee, will
address the participants at the Twelfth Annual AICPA Conference on Current SEC
Developments at the Capitol Hilton Hotel, 1/8-9/85 (see the 11/26/84 Wash. Rpt.).
Major topics of this Conference include: current projects in the Office of the
Chief Accountant; developments in accounting and auditing; developments in the
Division of Enforcement; segment information and Management's Discussion and
Analysis; proposed Registration Forms S-4 and F-4; current developments relating
to Regulation D; Rule 305 and Article II; current developments in the Financial
services industry and in reporting by oil and gas companies. Sen. Thurmond is
the featured luncheon speaker on 1/8/85 and among other topics, he will address
problems related to the Racketeer Influenced and Corrupt Organizations Act (RICO).
Other speakers and participants in this Conference include the Honorable James
C. Treadway, Jr., Commissioner, SEC, John M. Fedders, Director of Enforcement,
SEC, A. Clarence Sampson, Chief Accountant, SEC, and Mr. Eugene Flegm, Assistant
Comptroller, General Motors Corporation.

For additional information, please contact Stephanie McCarthy, Gina Rosasco,
or Nick Nichols at 202/872-8190.
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